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tinue to procure that original quantity, partly by reparations
and partly by purchase. But in these circumstances Germans
are obtaining less American goods while sacrificing the same
amount of German goods. Therefore to Germans the marginal
utility of American goods is increased while that of German
goods is left unchanged. For equilibrium, therefore, the total
sendings of German goods must be increased and the terms of
interchange moved against them.
Secondly, our formula shows that, if the elasticity of the
German marginal aversion from surrendering German goods,
Gj, ia infinite, and none of the other elasticities are infinite,
the real ratio*of interchange must be turned against Germany.
For the marginal disutility to Germans of surrendering German
goods is not increased at all when more of them are surrendered.
Consequently, the fact of having to send out some German
goods to buy reparation receipts does not cause Germans to
require any better terms than before as an inducement to
purchase for import to Germany the original quantity of Ameri-
can goods. Therefore, if the original terms of interchange are
maintained, they will continue to import the original quantity
of American goods while sending out the original quantity of
German goods plus a farther quantity for the purchase of
reparation receipts. But in these circumstances Americans
are obtaining more German goods while surrendering the
same amount of American goods. Therefore to Americans the
marginal utility of German goods is decreased while that of
American goods is left unchanged. For equilibrium, therefore,
the sendings of American goods must be diminished, and,
consequently, Germans will be prepared to pay more per
unit for them.
Thirdly, our formula shows that, if the elasticity of the
marginal utility of German goods to Americans, E/, is infinite
and none of the other elasticities are infinite, the real ratio
of interchange must be turned in favour of Germany, For
the marginal utility of German goods to Americans is not
diminished at all when, on account of reparations, more are
received. Consequently, if the original terms of interchange
are maintained, Americans will continue to export the original
quantity of American goods. But in these circumstances
Germans are obtaining the original quantity of American
goods while surrendering more German goods. Therefore to